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PERCENTAGE GROWTH O 


1974 1975 
Actual Planned 


National Income Teo 9.0 

Industrial Production 3.9 8.0 
Machine Building : N/A 
Chemical Industry 

Agricultural Production 

Construction 

Capital Investment (in 
billion leva) 

Real Per-Capita Income 

Retail Trade 

Industrial Services 


Labor Productivity 


Figures are not official but draft estimat 
of the BCP published February 23, 1976. 


Reported to be "slightly less" than previo 


Described as ‘fixed assets" in the Guidelin 
Source: Various issues of Rabo 





TH OF SELECTED INDICATORS 


Sixth 5-Year Seventh 5-Year 


Plan Plan 
975 1976 1971-75 1976-80 
ctual Planned Actual Planned* 
0 9.0 46 48-52 
9 9.2 55 55-60 
8 14.4 110 100 
9 13.4 60 80 
0 5.0 17 20 
7 8.0 N/A N/A 
0 SZ 21 28-30%*** 
6 4.8 32.4 20-25 
2 7.8 46.8 40-42 
| 11.2 N/A N/A 
7 8.8 N/A N/A 


imates obtained from Guidelines for the 11th Congress 


=vious year. 


2lines. 
abotnichesko Delo newspaper. 
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BULGARIA 
SUMMARY 


Bulgaria's economic performance appeared basically strong during 
1975 despite some problem areas. National income and industrial 
production increased 9.0 and 9.9 percent respectively. Agri- 
cultural production recovered somewhat from the drought in 1974 
but failed to meet planned output once again. Machine building 
and metallurgical production remain the bulwark of Bulgaria's 
economy, but the chemicals and electronics industries continue to 
develop at a rapid pace. 


The year 1976 is the first in the Seventh Five-Year Plan period. It is 


generally described as one devoted to reconstruction and moderni- 
zation of existing industry, and drafts and guidelines regarding 
the economy which have been published to date indicate few shifts 
in past areas of emphasis. Major growth areas are expected to 

be machine tools, shipbuilding, chemicals, electronics, metallurgy, 
and, to a somewhat lesser extent, mineral resources. By contrast, 
growth in the agricultural sector of this once predominately 
agrarian country is expected to reach only 20 percent in the next 
five years. 


Bulgaria is a country of modest but growing opportunities for 

the U.S. businessman. Between 1973 and 1975 total trade turnover 
between the U.S. and Bulgaria increased eight-fold to approximately 
$50 million, and while the passage of the Trade Reform Act in 

late 1974 has undoubtedly had some dampening effect on trade 
between the two countries, U.S. firms are increasingly welcome 
bidders on a wide variety of licensing and compensation projects. 
Areas in which Bulgaria is most keenly interested in U.S. 
equipment, technology, and know-how are agriculture and food 
processing, chemicals, electronics, metallurgy, and construction. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual Subscription, $37.50. Foreign 
Mailing, $9.40 additional. Single copies, 25 cents, available from NTIS, U.S. Department of Commerce, Springfield, Va. 22151. 





PART A -— Current Economic Situation and Trends 


Despite some rough spots Bulgaria's economy gives every impression 
of continuing to grow at a healthy rate. National income is 
reported to have increased by 9 percent in 1975 while industrial 
production, originally planned to move ahead by 8 percent, is 
reported actually to have increased by almost 10 percent. The 
agricultural sector, which has traditionally lagged behind other 
economic categories and actually registered a decrease in pro- 
duction during 1974 due to drought, continued to experience 
problems. Its 7 percent increase in 1975 was well below the 
planned 9.3 percent, a fact attributed this year to excess 
moisture compounded by hail in some parts of the country. 


Bulgaria remains committed to rapid industrialization of its 
economy. In 1975 the ratio between industrial and agricultural 
production had reached 81.2 to 18.8, which belies the popular 
image of Bulgaria as an agrarian country. By far the most 
significant sectors of Bulgaria's economy remain its machine 
building and metallurgicai industries. In 1975 machine building 
increased by 14.8 percent while ferrous metallurgy production 
increased 14.3 percent. Even greater percentage increases were 
realized in such items as sheet iron (24.7), construction steel 
(38.6), tractors (19.3), electric hoists (16.8), and electric 
trucks (15.3). 


Industrial sectors which are developing increasing importance 

in Bulgaria in recent years are chemicals and electronics. The 
chemical industry increased its production by 11.9 percent in 
1975, with still larger percentage production increases registered 
in calcinated soda, polyvinyl chloride, nitrogen and phosphate 
fertilizers, and caustic soda. Nonetheless, the huge chemical 
complex at Devnya apparently continues to fall short of planned 
goals, and the chemical industry is presently experiencing a 
major reorganization. The state enterprises (SEA's) Heavy 
Chemical Industry and Orgachim (which produces paints, catalysts, 
dyes, and other "light" chemicals) are abolished effective 

March 31, 1976, and personnel and responsibilities are rapidly 
being shuffled. 


Electronics, on the other hand, continued an extremely high 

rate of growth and now plays a significant role in the economy. 
Bulgarian officials claimed recently that in terms of per capita 
exports of electronic equipment Bulgaria ranked second in the 
world after only Japan. Among those statistics available on this 
industry for 1975 production of disc memories increased 47.1 
percent, peripheral magnetic tape memories by 20.8 percent, and 
electronic calculators by 61.9 percent. 





The year 1976 is the first in the Seventh Five-Year Plan 

which at this writing has not been published. Public pronounce- 
ments have made it increasingly clear, however, that in the 

next five years particular attention will be paid to the 
reconstruction and modernization of existing industry and 
facilities. Bulgaria's pell-mell industrialization in the 

past 30 years has left it with a large number of inefficient or 
obsolete facilities which nevertheless cannot be written off. 


Major growth areas in the next five years are expected to be 
machine tools, shipbuilding, chemicals, electronics, metallurgy, 
and, to a somewhat lesser extent mineral resources. Bulgaria's 
shipbuilding industry is expected to expand rapidly production 

in terms of total tonnage in the next five years, and production 
of the first 100 thousand ton tanker has begun. While Bulgaria's 
mineral resource industry is small, there is increasing emphasis 
on developing what few mineral resources do exist (such as a 
recently developed large quarry of high-quality white marble) 

to reduce imports of raw materials to the extent possible. Major 
projects presently being investigated include off-shore oil 
exploration in the Black Sea and the extraction of alumina (as 
well as possibly oil) from large reserves of shale. 


The agriculture sector, which continues to be a major producer 

of export items acceptable in the West, apparently will receive 
somewhat short shrift in the next five years. Agricultural 
production in 1975 was only some 17% greater than in 1970 and the 
draft percentage increase figure from 1975 to 1980 is but 20 
percent. The emphasis in agriculture is expected to be in meat 
production, while some of Bulgaria's traditional crops such as 
roses for attar and oriental tobacco may even be cut back because 
they are labor intensive. Bulgaria can still lay claim to being 
the largest exporter of cigarettes as well as of bottled wine in 
the world. 


According to preliminary drafts the Bulgarian consumer can look 
forward to only a modest improvement in his living conditions. 
While real per capita income increased by 32.4 percent during the 
Sixth Five-Year Plan, it is apparently expected to increase 20 to 
25 percent from 1975 to 1980. While significant increases are 
expected in the availability of meat, fish, dairy products, fruits 
and vegetables by 1980, the new levels will still fall well short 
of desirable per capita norms established by the government. 
Shortages of certain basic consumer items continue to occur, and 
locally produced clothing and appliances are quite expensive 
while imported consumer goods are extremely scarce. 





Perhaps the most troublesome area in Bulgaria's economy, however, 
has been in its foreign trade and economic relations. Western 
inflation combined with price hikes by the Soviet Union on which 
Bulgaria is heavily dependent for petroleum have undoubtedly 

put strains on the economy, although officially this is denied. 
Planned foreign trade increases have been wildly inaccurate, and 
actual increases have apparently been over 20 percent in each of 
the past two years. In a drive to speed industrialization, Bulgarian 
imports from the West showed a dramatic increase beginning in the 
second half of 1974, but exports lagged considerably. To finance 
these increased imports Bulgaria, generally considered a financially 
conservative country, increased its indebtedness considerably; 
many Western bankers estimate that in a little over one year 
indebtedness more than doubled and at the beginning of 1976 
exceeded $1 billion. Bulgarian officials maintain that increased 
prices for imports are counterbalanced by increased export prices, 
that trade deficits with Western countries are counterbalanced to 
a certain extent by revenues from tourism and by dramatically 
increased purchases by third world (particularly OPEC) countries, 
and that the level of debt servicing (which they will not reveal) 
can be easily managed. Still there is some evidence imports were 
being curtailed in the second half of 1975. 


Bulgaria also suffers from other problems. Low labor productivity 
and labor shortages, unused production capacity and obsolete plant 
and equipment, and uneven management are continually criticized in 
the press. As Bulgaria's industry matures, the rapid percentage 
increases typical of its early industrialization may become more 
difficult to maintain. Nonetheless, while the paucity of informa- 
tion made available by officials makes an informed prognosis 
difficult, it seems reasonable to expect continued growth at a 
moderately rapid rate in those areas of its economy Bulgaria chooses 
to develop. 


PART B —- Implications for the United States 


Bulgaria is a country of modest but growing opportunities for the 
U.S. businessman. Trade between the U.S. and Bulgaria, which 
stagnated for many years following World War II, has experienced 
a boomlet beginning in 1973. From $6.4 million in 1972 total 
turnover in U.S.-Bulgarian foreign trade increased to roughly 

$50 million in 1975, a new historic high which constitutes a 67 
percent increase over 1974. Even this understates the expansion 
in trade relations, however, because much of the trade by U.S. 





firms, particularly in chemicals, electronics, and certain machine 
tools, is handled through European subsidiaries and thus is not 
recorded in U.S. statistics as U.S.-Bulgarian trade. 


The passage of the Trade Reform Act in late 1974 and Bulgaria's 
reaction to it has undoubtedly had a dampening effect on U.S.- 
Bulgarian commercial relations. The second half of 1975 witnessed 

a sharp decline in actual flow of goods between the two countries, 

a decline which may also have been experienced by other Western 
countries due to severe balance of payments deficits which were 
beginning to occur. On the more positive side, the second half of 
1975 witnessed the signing of several agreements between U.S. firms 
and Bulgaria which may be the forerunners of a new level in business 
relations with Bulgaria. Under a local licensing arrangement two 
brands of U.S. cigarettes are now being assembled in Bulgaria, while 
a U.S. copper firm signed an important agreement for the exchange 

of technology with Bulgaria's copper industry. 


Despite the relatively low level of economic relations between the 
U.S. and Bulgaria, business opportunities are plentiful. Bulgaria 
is interested in obtaining the most advanced technology and 
know-how to maintain its high level of industrial growth and spur 
its agricultural sector, and it considers the United States to be a 
leader in a number of areas in which it is most keenly interested. 


In the field of agriculture Bulgaria recently signed a contract with 
a large U.S. firm which will be preparing a master plan for a 

300 thousand hectare vertically-integrated agricultural complex. 
Other opportunities have arisen for U.S. businessmen in tobacco and 
soybean growing projects; continued Bulgarian purchases of dairy 
cattle, swine, and semen; imports of and plant projects for 
agricultural chemicals; construction of large food processing 
factories; and sales of tractors and agricultural implements, food 
processing equipment, and animal feeds and feed additives. 


The Ministry of Chemical Industry is interested in building a score 
of new chemical plants in the next few years, particularly to 
develop production of polymers and derived products. Other 
opportunities in this field include the development of synthetic 
fibre production for the textile industry, licensing of new 
pharmaceuticals and cosmetics, and the sale of equipment used in 
cellulose and paper processing including equipment for recycling. 


In electronics, Bulgaria continues to purchase computers from the 
West for research and for the bureaucracy. Bulgaria's rapidly 





expanding electronics industry remains heavily reliant on imported 
parts from the West. In metallurgy the Bulgarians are interested 
in U.S. technology and know-how both for improving existing 
facilities and beginning a new Third Metallurgical Complex 

near Varna. Construction offers opportunities for U.S. firms which 
can supply the know-how to plan scientifically a construction 
project and the technology to produce certain building materials, 
as well as construction equipment itself. Machine building along 
with metallurgy constitutes the largest industrial sector in 
Bulgaria and offers a number of possibilities for a wide variety 
of sales here. 


Politically, relations continue to improve, and outside the Trade 
Reform Act there are no major impediments to expanded U.S.-Bulgarian 
commercial relations. The year 1975 was highlighted by expanded U.S. 
commercial participation in the Plovdiv International Fair and by the 
first session, in Sofia, of the Bulgarian-U.S.-Joint Economic Council 
(BUSEC) in September. BUSEC is scheduled to meet next in the 

United States in 1976. In a significant development affecting Western 
firms in general Bulgaria moved in late 1975 to open the doors 
partially and allow non-Bulgarian business representatives to be 


stationed locally, albeit only with the permission of the Ministry of 
Foreign Trade and under the umbrella of Interpred, an official 
organization for representing Western firms in Bulgaria. 


While it would be unrealistic to underestimate the difficulties 
involved, Bulgaria remains a relatively untapped market giving 

possible entree into the Soviet Union as well as other CEMA countries. 
Opportunities for U.S. firms may also exist in connection with Bulgarian 
ventures in third countries. In addition, despite its recent increase 
in borrowing Bulgaria continues to maintain a good credit rating, and 
its record in fulfilling contractual obligations has been in general 
quite commendable. 
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